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• M R. 6010 AND H.R. 627^, TO AMEND THE REVE- 
NUE BOND SECTION (Sf THE HOME RULE ACT 



WKDNKSnAV. MAY 2H. !i)82 



Hou^K OF RePKESKNTATIV-ES, 
. Su HC'O M M [TV k K QN_ F I K C A L _A_F FA 1 R S_ AND H E A LT H , 

CoMRirrTFK on thk District of Columbia, 

Wo^^^^^Ston, D.C. 

The su bco m m i t tee rn et , pU rsu a n t to call, ^ t ^)]liO a . rri . , in room • 
\*AU), fcongworth House Office BaiidLng, Hon. Ronald V: Dellums 
( c h : i i r m a n of the s ub cb m m i 1 1 e e ) pr e s i d i rig. ^ 

Present: Representatives Dellums, McKinney, and Dymally. 

A 1 so p rese ri t : D a n i e 1 L i n d he i m a n d Robe r t B r a u e r , s t a f f a ss i s t- 
ajits; Johnny Barnes and Victor Fraser, staff counsels; John 
Gribrski, minority staff director; Jay F. Malcynsky, minority cbun- 
seU Ronald Hamm and Virginia Bancroft, minority staff assistants. 

Mr. Dkllums. Good morning. The subcommittee will come to 
order. 

We are meeting today to heiir testimony on H.R. 6276, a bill to 
amend the revenue bond section of the Home Rule Adt to per rn it 
the District to sell revenue bonds far the purposes of providing for 
student loans. H.R. 6276 is identical to H.R, 6010, with the excep- 
tion of a charige:of four words "For or on behalf- in the next to the 
last line of_the bill. It is my; intention to use H.R. 6276 as the focus 
of Xhese hearings. 

The bill belpre_us,_ in fact, is^a r^^ the 
biil, H:R: 4910, which was approved by this committee during the 
fi r s t s es s i on 6 f t Hi s ;^Co n g r e ss an d w a s sj g ri ed i ri t o 1 a w e a r 1 i e r t h is 
year: All this bill does is to add the words "GoUege and university 
programs which prbvide loaris for the payment of educational ex- 
penses for orvon behalf of students'' to the lonjg list of acceptable 
uses of reyeriiie bonds. , 

The issue before us today is a limited one.\It is whether the Dis- 
trict should be allowed to make its own determination regarding 
the advisability of establishing a loan prograrri backed by the sale 
of revenue bonds. : 

We * a r e n p t he re_ to d e te r rn in e the de t aij ed d e sign of s u c h a 'I ba n 
program: Rather, it is the responsibtlity and the right of the peoplp 
of the District to create whatever kind of program they deem to be 
in accord with their needs. 

This rriorriing we will riBCiBive testimbny from three witnesses. 
The Ghair and the ranking member believe, that it would be expe- 
ditious if we could call a LL three of our witnesses this morning in 
one panel: Ms. Barbara Washington, the assisftant administrator 

(1)' 
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for inter>;()vorhmehEal relations of the District of Colurnbia; Steve 
Reichenberg, the bJtklget advisor to the chairperson oF the District 
Council; and Father ^hh Whaleh, executive director of the Consor- 
tium of Universities. ^ . ' 

We would like to bring all three of you forward and welcome all 
three of you this morning. before the subcomrnittee, 

Before we begin, the Chair would like to yield to ray distin- 
guished ranking minority member for oral omments he might 
have. . 

Mr. McKiNNEY. Thank you, Mr. Chairman.. . ... .._ 

I welcorrie the opportunity to consider the bills before us- this 
morning as a means of progressing on the work we completed last 
year with regard to city bonding. _ _ _ 

H.R. 4910, introduced by Mr, Bliley, was approved, and became 
law in Decerhber of M)81. That legislati^)n corrected the ambiguijifes 
in the priglnai home rule charter with respect to the iss_uance__of 
bonds by the Disj:rict of Columbia. Although the city has iiot yet 
issued bonds as a result of these changes, a local university has, 
with the city serving as the conduit. — _ ^ 

At the time we considered H._R. _491Dx we _were_aware of the fact 
that the bill did not give authority for bonds that would provide 
funds for student loans, _A .s.u^&e.stjpnwa^^^ at the last minUte 

to correct that oversight, but since the concept was new and un- 
tried, we conscio^^usly decided to address the matter at a later tirne. 
That^time has now -arrived: . . , ^ 

H.R. BOlO and H.:R^ _6_27i)_,_bjlls that are almost identical, would 
add language to the appropriate section of the home rule charter 
which would permit the issuance of revenue bonds designed to pro- 
\^ide resources for student loans. As a cosponsor of one of these 
bills, I fully support giving this authority to the District of Colum- 
bia, - - : 

I do have some questions, and T hope to create a complete hear- 
ing record today so that we can have early passage of a _bjll, I 
thank the Chairrrian for his efforts to hold hearings in a timely 
manner, and look forward to the testimony of our witnesses, all of 
whom are Very familiar to this committee: ' - ^ 

I would also^ Mr. Chairrnan, ask.unanimous consent that a state- 
ment by Mr. Bliley be included in the record. 

Mr. Dellums. Withput objection, so ordered. 

[The prepared statement of Mr. Bliley follows:] 

PRKPARBD BY RKPKKSKN TATIVE ThOMAS J. BlII.EY, JR- 

_. , . . _ / _ ._ 

Mr. Chairman, I arh pletised that we arci here today for a hearing on_.a_bill_that ' 
will further perfect the bonding? authority of the District isf .CQlumhia. that. we_ad- 
dre.ssed last year with H,R: 4910: We have two almost-identical bills before us and I 
am a co-sponsor of H.R: 6276: — . r. 

When I was approached by a the consortium of univei^iies witii th_e idea of thi.s 
legislation late last year, I admit that I had SQm£ reservations.. These centered 
mostly ^ardiihd the dbligatioh for the bonds and the a_j2propriatene_ss of the use. of 
industrial development bondis for a student lQan_}2ri)gr-am, . Although I still have a 
number of questions that I Intend to ask iiJid _sojne remarks on .legislative 
that I intend to make, I can tell you t hat this idea seems to me to be yeo' much in 
line with the; President s prof>osals for education assistance and for a New Federal- 
ism. . _ . _ . 

Currently every State in the Union has a guaranteed student loan program. 
These programs^re federally guaranteed at all Jevels and that fact has allowed a 



*^ 

sitiiatifiii lo urisc wHi*n*by ihiiny BtiUes hiivo boun able to "eiirn a profit off of their 
b<)ii(l issues ^it tb(» «»xiM*risi* of the Federal tioverntrient and the American taxpayers. 
I cert4iihly feel that there is a need i'or student loans in this country, especiiilly con- 
sidenhg th^» dramatic increase in tuitltMi that ^'raduate and professional schools 
hfivc experienced. 

The proposal outiirK?d by Father Whalen of the consortium appears to have a 
^reat deal -of ni'erit. These universities of the District are faced with a, situation 
where the District does not have a student loan projfram. Since few Stat<?s will fund 
a student for attending an outHorStiJte school arid most of the students we arc talk- 
ing 'about ^^re not from the District, there is no where for them to obtain help except 
from the Federal Ocjvernnient. TWs^ puts the District in a unique position to imple- 
ment a "program that a number of States are ea^^erly looking at as a means to con- 
tiiiue to insun* that we have an adequate. \K)n\ of hi^'hly trained doctors, scientists 
and other professionals. 

I do not want to take up any more time with my statement, other than to say 
thai I support the concent (jf this bill and I will have a number of questions about 
the specifics of its im piemen lation f(jr the witness. 



TmK klCMTKKNTH ANO ('(HAJMHIA ROAU HUSINK^SS ASSOCIATION. . 

Ke n() D;('; hearings held on H;R: fl2T<) and C'thij^ress should be aware of this. 

lion. StKWAKT n. Mt'KlNNKY. 

Ihmhuifi Xftnority S^ti'mbvr. district 1^/ 0)1 um 6^^ ^^".^"'^.'l^'t'f.. lAinfiwnrth Haip^v Offivc 
■ liiiihiin^. I'.S. I/ousc of Ri'prcscntiitires, Washington. D.C. 

Dkak i;.*on(;kk>;.sman Mc.'KrNS'KV: I am writing to you: as one of the co-sponsors of 
the new bilJ. H:.R: <527f); "To amend the District of Columbia Sel f-G bvernriierit and 
(loverhrrjeiital Ueorgafli/iUion/Act to allow the issuance of revenue bonds to finaiict?- 
college aiui university progrartis which provide student '':*duc;itiorial loans." 

On the face of it TiJt; <)2Tfj appeiirS. to be a fine bill., arid I do think iLs objectives 
have ritorit although I doubt that the District of C'olumbia s*iould be amorig the first 
cities of the riatif)ii. to. embark on sueh ari- ariibitious progn - .- 

. lx*t me point out. first, that, the D;C: Goverrimerit has Held. rio. heaririji^s on ll.R. 
O'JTf), and 1 implore yoQ to hold. up. all supporting, action iri the Committee on the 
District _of Colunihia until saeh time as the D:C. City. Couricil has held her.f.irigi^. ori 
this fa^-Teachin^^ bill. H.R. <)27<), and deveiopod soriie legislative history for the C'ori- 
^ress to consider. . _ _ _ .. 

. _ I. say this because Fl.R, .f)27{) would amend the District of Columbia. SeIf-(Iovern- 
m_erLt and Governmental Reorganization Act which is the legislation the Congress 
adapted just a few .short years a_Ko to _^^ive home rule to District Citizens. . . 

. Noy}, it is clear, . that in the. absence of hearings by. the D.C. City Council that M.R. 
(>'J_7()_is an end- run li round the D.C. C'ity Council, even though that may not he tlie 
intent, . - __ 

_ _ !r h e r e _ i s _a t 'd u c a t i o_n_ co mm. it. t ee_ i n. t h_e _D, C ... C* i ty . Co u.n c_i L and I__ a m _ absiolui e ly: _co r- 
t ii i n t h at i h e .C ' i t y _ C() unci 1 _E_d uca t _i on_C'i>m nut tee i s_ q uj t.e_ c_;ipa_b l_e_of hp Id] ht'ar i'l i^s 
and _ ^ett in^' a. com mit tee__ report,, a .t_rii_nsc.r_ipt_ of the. hea ri nKs.__and .the . test imon.y .pf 
w i t nesses . to you r_.D , C. _ Co m_ mitt ee j n .a _pe r iod . of . a cau p I e_ o f . nio n t h s_ a t_m ps t-^ es pe- 
( ' i ' 1 1 1 y _ ^ i i.i _c e t h e v n hi s t . b e a \y a. re of the keen in t e re s t _ i n . H , R : _ ( i 2 7 (I o f y ou r c o m m it t ec , 
j J I m u n a w J itv of a s i n ^ 1 e j ^ j s 1 at iy e h_i j 1 w h i c h t h p' Cpn g r ess has ad opted sj n ce t he 
^^'|f:'S• i),'e of th e D . ( * . j I oni e R u j e A c t < t he D. C._ SeJ f-CJ o ye r n nie n t a n d C » P ver n men t; 1 1 
H.t'orgajii/iition Act) without prior h.earin^(S by the_ D.C.. City Councij which is the 
legislat ve body of the (Jovernment of ihe District of Columbia, hut I do not have to 
tell you that, do I? 

1 am disturbed that this far-reaching bill, which involves. the District of Columbia 
( io ve r a me n t a n d i t s it i /e ns i n a p rog n i m w h i ch over t h e y ea rs w i ! j s u re ly a mount 
io tens of millions of dollars, may be one of the first important measures wiiich the 
C'on^^ress may adopt without prior hearings by the D.C. City Council — the very same 
D.C. City Council which your \*ommittee took such an important role in creating' 
just six short years ii^ry. 



MISTOKY OK ACTION HY TMK U.C. fJfiVKKNMKNT IS SHOKT ONK 

I believe your Ihiu.se D.C. C|ommittee should have Ijstened rnore carefully than it 
apparently did when Stephen L. ReichenbeV^'. Budget Director of the D.C. City 
Council trustified before you and the other Members on May 19S2. Mr. Reichen- 
ber^j's printed statement and testimony reads in part as follows: 



1 



. .•.The C h a i r rn a n ..() f t ho . Co u n ci L .A r r i ngt.p n . Dixon^ s u ppb rts t he passage of H. R. 
6207 ..... Til o C^ju ric i ! . (jf .t he P is t r LcL P f Co 1 .u m b ia passed a resol u tio n e n dorsi ng the 
amendment which ^ou arc considering today on May 11, 1982. A (fdpy of that resdlu- 
tioji is attached-tathis staLement/^ ^ . . ; . ' 

Now, clearly that doesTiot ^ayjJiatibe City Ckjuncil held, hearings on H.R. 627b as • 
it should have done,.[tiioes_not say _th_at_a single citizen testified in support of H.R. 
iy27il How can Congress j^roceed vyUh H'R.J)276^ - : 

It d istu rbs ms_ that _t he_Ci ty_Cou n ci 1 of. t h e_ Dis t r i ct of Colu m hi a d i d n ot hoi d h ea r- 
ings^d did not hear from the distinguished city witnesses ;r^qur Committee heard 
on Mivy 26, Ii)82^ and here.I refer to City Council Budget Director Stephen Rei- 
cheniierg: Barbara C- Washington, Esq., Assistant Cit^^ Administrator for Intergbv- 
erjimentaLRelationsLand the Reverend John R Wha director of the 

Ccuisortiumjif Universities of the Washington metropolis 

. Surely _e.acb of these distinguished and capable witnesses js well aware of the long 
effort, stretching oyer many years, which culminated in the Congressibnal-adoptibh 
of the D.C. Hoine Rule Act (the D-CvSelf-Government and Governmental Reo^ 
zution Act) which was approved December 24. 1973. I^m certain that each of these 
ediicatipnal and governmental leaders wouid have been extremely happy to have 
testified .before the D.C. City Council on thl^ legislation, along with the citizens- of 
the" District of Columbia the universities and colleges interested in this legislation . 
are educating or have educated. But they were never invited to testify before the 
D.C. City Council. _ . . 

Clearly, they were co-opted and preempted and prevented from being City Cburi- 
cij witnesses when your Committee decided to hold hearings and push 4his legisla- 
tLon along even_though it required the by-passing of the-City Council. By the time 
they arc heard— If ever— by the D.C. City Council the Congress will have--unless 
you act at pnce— adopted H.R. 6276 and there will be no reason for the D.C. City 
Council to hold hearings on H.R. 6276 as well ais on most other measures— this 
much is clear. ' . . . ^ . _ . 

What a hard lesson that will be to the young people in the city s colleges and uni- 
versities who are interested In government of, by, and for the people to use the 
phrase made faihous by Abraham Lincoln who founded the Republican Party of 
which you are a leading light. , 

the lesson I am referring to is that the citizens and taxpayers arid business people 
of the District of Columbia don't have to be heard, that they can be^ by-passed with 
impunity by the (Jangress, and that the D.C. City Council need riot be taken serioas- 
iy. That is a bitter, unjustified lesson you must reject. _ _ _ . r 

That lesson, once learned-, will continue for many years to plague the relations of 
the D.C. Government and it& citizens with the Congress. ' j 

Obviously, the Congress should not take steps to support this tough lesson, and 
the concerned colleges and universities of the District of Columbia should not be 
pressing this lesson on their students hy exaniple. 

QUESTIONS wiflCH YOUR COMMltTKK SHdtJLD PROVIDE ANSWERS TO 

Should not the high number of defaulted student lomis made by the FederaKGov- ' ^ 
ernmcnt recommend _that such a program as H.R. 6276 would establish should be 
given longer consideration and study by your Committee? _ w u 

Would the taxpayers of the District of Columbia be called upon- to bail out the 
prpgram H.R. 6276 would establish if its loans reiached $20 million, $40 million, $100 
million? The sponsors say no, but the bill doesri't. - _^ 

Why is H.R. 6276 needed wheri-the new Washlrigtbri Times reported on May.6h 
1982 that in briefings with top bfilcials from the Office of Management and Budget 
connected with the White House these facts about the president's proposed budget 
were presented: that almost seven million college awards and loans will be avail able 
to students or Lheir parents through federal student aid programs. This federal. as- 
si.stinco will total %Vi billibri (including principal amouhts of loans) for fiscaJ 1983. 
ReaKspending for-highcr education per student came to $220 in lOfiQ, $H94_in. 197i). 
and win total $5o0-for every student enrolled in 1982? Was your Committee aware 
of these huge suriis? ; . . . . ^ 

Why .should the D.C Govern merit arid its citizeris be providirig tajt reJief _s_ubsid.ies 
now in H.R. ()27() to students erirblled iri the colleges and unLversities.who.CPme 
from elsewhere in the country arid abroad? The testimony of. th_£L Beyetend JphTi P' 
Whalcn, executive director, the Cbrisortium of Universlties of the. Washington Met- 
ropolitan Area, made it perfectly clear that: "Approjcimately. Pn_e-half . of the stu- 
dents enrolled in these iristitutioris come from the metropolitan area and half come 
from elsewhere in the country arid abroad." Is It clear that subsidies through tax 



relief ih the hmjor pur[)()si^ of II. U: r»27t;? Why shouldn't studenUjrpm ihe other 
states be aasiHted hv those Htjilen ifisieacl of hy the D.C^.. -Government? Wh^..sh_o.uld 
students froni abroad be nsHiHted by Ihi'J^X^ fioverjiment? Isn't that a Federal role? 

Reverend John P. Whalen testilVed May 2*;. 19S2 that "There would be relatively 
iktle income lost to the U.S. Treasury since the <>nly loss would be On taxes from 
in te rest paid on the bonds". Were a he re any estimates of tax losses to the U.S: 
Treasury, and_to the Disirict Government by experts? If so. what are the losses in- 
volved in t h el p roRra m H , R, O^Tf) wo u 1 d es ta bl i s h ? I f t here was no ex per t test i mdn y . 
why not, aren't tax losses important? ... 

Rev: John P. Whalen.testiCied Ma^ 2i\ that, at the present Ume, no bonds have 
beea issued by any jurisdiction to fund a .Ktucient loan program not backed by 
a federal guarantee. Since this is true, wjiy should Congress be so hasty in giving its 
endorsement to this untried and untested p^rpgram? Shouldn't Congress wait at least 
a" year to see What happens with this type.of proijram ]_n_ those few jurisdictions^ 
which have statutory authoriziition for such programs as H.R. ()27(I would establish?* 
We doubt that D.C: should be involved at all. ^ 

If Congress gives its- great Weight and. prestige to this type of prpijram won t a lot 
of citic?s and states folIbW the exarapJe of the Congress and cortsid^er it safe to estab- 
lish progrartis similar to those H.R. (>27(; will set-up? If they fail. v,ill Congress bail 
everyone out? . , 

Reverend John Whalen. speaking for4:he Consbrtium bf-UniverSUies, at your May 
20, HiH2, hearing emphasized (p. i)) "Security Against- Defaults", and ."Incentives 
Against Default" (p. 7). Will this "Security' and these "Incentives" stand the test of 
time? Whatjf they don't? Will the Congress be called upbn-to^ail 4.his prbgram oui\ 
having given its_ weight and prestige to it? Please amend H.R. (;27(>-tb protect D:C; 
citizens with a no bail-o_ut clause— anci protect the Congress from future bail -bUts. 

Rev£*rend John P. Wh_alen testified May 20 that quote: (p. 7)—" In additibn, it 
probably will be necessary to establish back-up security to assure that the" amouht 
in the Guarantee Fund is adequat_e to cpver any and all defaults. Thjs back-up secu- 
rity might take a number of forms, such as the obligation of the benenting universi- 
ties to make lip, bn xi pro-rata basis, any denciencies/' Shpurdn't these thing 
nailed down before the Cbngress puts- its seal of approyaL on this. completely new, 
untried, and unprbved program? This kind of language bodes ill for District taxpay- 
ers and Congress. . , 

Is Congress acting so hastily-in approving H:R 0270 because of such as.suranc^sjAS 
t hese in t he tes ti m o ny q f t h e Re vere ri d Jb h n W ha len w h ere h e s ta tes t h a t :_ ' Th i r^ 
it would be the student s own alma mater and not the Federal Treasury that would 
be ultimately responsible for coYt'ring ^ny default"? HbW reliable JS this untried, 
untested, program, should Congroi^s back it? We don't think Congress should adopt 
H.R. 0270 without some protective amendments. - - . _ .__ 

Congress acted wisely in amending the'D.C. Home Rule Act- to permit the issa- 
ance of'tax-free bonds to build facilities at George Washington University. J)nd_the 
City Council acted wisely in passing an Act to issue revenue bonds for the building 
of such university facilities^! think the Reverend John Whiilen Avas right when he 
said that^ "Only a few jurisdictions have statutory authoriziitiorv for such a program, 
and in these States the program is still in the formative stages. With so little experi- 
ence to rely on": In view of this lack of concrete experience, and the huge default 
rates on Federal student loans, shouldn't Congr_ess wait for another year to let the 
states d4'vej op some experience to guide the Congress and the D.C. Government on 
il R. 0270? , -. , 

I hope this letter and the questions submitted are heJpfuLto you in :'our consider- 
.ation of H.R. 0270, as We 11 as to all other Committee members. ^ 

Pleise include this letter in the printed testimony orrlLR. 027(i. 
Respectfully submitted. 

^ Secretary: 

Mr. Dkllums. Ms, Washington, you may beRin-your testimony. 



14-2fll 0-83-2 ; 



STATKMIINTS OF IU|«iARA_ WASHlNGTDJsI^ ASSISTANT CITY JlDt 
' MINISTRATOR FOR INTKR(;OVERNIVIENTAL RELATIONS, THE 
DISTRICT OF COLUMBIA; ACCOMPANIED BY JEFFREY L. 
uy MBER, JR.. DEPUTY TO eiTY ADMlNiSTRATOR. DISTRICT OF 
COLUMBIA. AND WILLIAM KAO, ASSISTANT CITY TREASURER, 
DISTRICT OF COLUMBIA; STEVE REICHENBERG, BUDGET DI- 
RECTOR. DISTRICT OF COLUMBIA CITY COUNCIL; AND FATHER 
JOHN^WHALEN, EXECUTIVE DIRECTOR, CONSORTIUM OF UNI^ 
VERSITIES, ACCOMPANIED BY DANA T. ACKERLY, COUNSEL 

Ms. Washington. Good morning, Mr. Chairman, Mr. McKinney 
and Mr. Dymally. 

I am also accompanied this morning by Mr. Jeffrey Humber, the 
Deputy to the City Administrator; and Mr. William Kao, the As- 
sistant Treasuriir. i 

I appreciate the opportunity to appear before you today in sup- 
port-of H.R 6276^ a bill 4;o amend siectioa subsection (a)(1) of 
the District of Columbia Self-Government and Governmental Reor- 
ganization Act to allow the issuance- of revenue bonds to fmance 
college and univei^sity programs which provide student educational 

loans: _ / 

62 7 6 wou 1 d jDe rm i t the D i st r i c t o^ Cblu m bja to issue bonds 
on behalf of the universities without pledging the full faith and 
cr edi t p f t h e D i s t r i c t of (IJdl u m bj a or t h at of t he Fed er^l Qo ver n- 
ment. Such bonds would be secured by student repayments of priq- 
cipal arid interest on the loans. The District is confiderit that berie- 
ficiah programs can be developed and financed in this manner, in 
participation with local higher educational institutions. 

Because bonds issued to finance such programs would/ not have 
any Federal or local governmental guarantees^ their success would 
be_ 1 a rge ly depende n t on t h e_ c r ed i two rt h in ess _<) f i pa rt ic ip^a ti ng_ edu- 
cational institutions ^nd, in turn, on the creditworthiness oC the in- 
diyidual b^orrowers. _This^is an .entirely appropriate fact of the fi- 
nancial marketplace, and in no way undermines the potential 
benefit in such cdnteriiplated programs. Such prdgrams will, there- 
fore, be of greatest assistance in providing student loan financing 
to middle-iricorrie families;^ sector of our population that has been 
increasingly squeezed by the twin pressures of rising tuition costs 

and diminishing loan availability: -_ ' - ^ 

_ • Th e _ N at i on i s _ e x pe r i e h e i rig _m ajo r cu tbacjcs _ at ^11 1 eye I s o f _ s u^ 
port -for education, including "the shifting of funding priorities at 
t h jB^ Fede ral le vel . Afte r dec ad es b f • strong s uppb rt , h igh e r ed u ca- 
tional opportunity is threatened by the tight fiscal policies that 
have curtailed exparisiori and fostered widespread ecbriomizing in- 
creasing the immediate cost burden on our students.' 

The administration has recommended major changes in the guar- 
an teed student loan: p rogr a m and the _ e 1 i m i n a t ip n _ b f the n a t i bji al 
direct student loan program in fiscal year 1983: The dismantling of 
Fede r al_ f J nd i rig P ro^a m s _ f or educ a t i b ri i s_ pcc u r r i rig^ a t_ a n accel e r- 
ated rate: Should the efforts of this Congress fail and the Federal 
Gbyerrimerit be unable to reaffirm its historic cbrtlinitment to 
maintaining educational institutions for students, we must attempt 
to implement funding alternatives that, at lisast in part, fill the re- 
sultirig void. Let me stress that there are no local alternatives that 



ci'in rully replace dra.stically cU programs and, 

in particular, the. guaranteed student, loan program. 

Our first arid foreriiost recornriieridatio^^ to the corhmittee must, 
therefore, be a strong statement of support For the efforts of this 
Congress to avoid diminishing or abaridoriirig our riatiorial commit- 
ment to investment in higher education. To tolerate such a step 
backward would be a fa4se and short-term ecqnoiny; • - 

At the same time, Mr.. Chairmahj; we rnust be cognizant of the 
increasingly crucial need to keep the doors of higher education 
open to those whose very presence in the low-incorne segm^ 
our society is often evidence of their historical lack of such educa- 
tional opportunities,: The Federal Government imust stand fast in 
its commitment to providing financial assistance in this category: 
No n gu a r a n t eed 1 oca 1 bb n d fin ah c i rig c a n n bt re^l a ce Fede r al s u p- 
port in this vital area, if wb are to avoid a widening gap in educa- 
t ion a 1 oppb r tun i ty an d^ w ideri i n g ga p j^n _ s oc ibecq n qrri ic rea 1 i ty , ef- 
fective Federal programs to this end must attain heightened, not 
din. in is hed, national prior ity . 

Thus, we strongly support this committee's prompt consideration 
of this measure, and look forward to final passage by the full 
House and 5enate. 

Firially, Mr. Chairrriari, we are pleased to report that the Council 
of the District of Columbia had its legislative session held on May 
11, 1982, arid urianirrioUsly adopted a resolution introduced by 
Chairman Arrington L. Dixon, and cited as the District Charter 
College and UriiVersity Programs Loari Authorization Amendments 
Endorsement Resolution of 1982, recording its support of the pend- 
ing rrieasUre. - _ 

Thank you for this opportunity to present the District's views on 
H.R. 6276. - 

Mr. Dellums. Ms. Washington, thank you for your opening re- 
marks. _____ • 

[The prepared statement of Ms. Washington follows:] 

Prk»>ared Statement op Barbara C. Washin Esq., Assistant Citv 

Administrator for Intergovernmental I^elations 

Mr_. Chaianan an_d_ .Merpbe_rs_ of. tJb.e _Com m ittee, I a ppreciate the ppportu n ity to 
appear .before you tcd.aj^ Ln support oX H.R. 6276, a bill to^'arnend section 49()(aK 1) of 
the Distj-ict of Columbia Seif-Goyer^^^ and Goyernniental Reorganization Act to 
a liow_ the .issuance of revenue- finance college and university programs 
which provide stud en t_edu cat ion a I Joans. 

.;_H.R- -1276 would pe^^^^ to issue bonds on behalf of the 
universities without pledging the full faith and credit of the District of Columbia or 
that of the Federal Government. Such bonds would be secured by student repay- 
rnenis o f Prl n ci pa 1 an d i nt€ res t on t he joa ns . The Dist ric t is con f ^d en t that ben efl cia 1 
prp&ranis can be developed and financed in this manner, in participatibh with local 
hig^her educational i I i.s^^^^ ~ 

Because lK)n^^^ ^_P2ince such programs would not have any Federal local 

government guarantees, their success would be largely ^dependent bri the cred- 
itworthiness of participating educational -institatiohs arid, iri turn, on the Gr^ed- 
itwgrthiness of the individual borrowers. This is ari entirely apprbpriate fact of the 
financial marketplace^ and in no way und&rmihes the potential benefit in isuch cbri- 
templated programs. ^uch programs will, therefore, be of greatest assistance jn pr^^ 
viding student loan financing lb fariiilies, a sector of bur population that has been 
increasingly squeez^ by the twin pressures of rising tuition costs aiid diminishing 
loan availability. . ^ 

The Nation is experiencing major Cutbacks at all Jevels of support for edacation, 
including the shifting of funding priorities at the Federal level. After decades of 
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Hirohj{ Hiippnrt; fu^^Mt'r inliirationai opijortunity is. thns^it.ontid b>\J!KJH HscaJ j><)licies 
that Have ciirt;UI(-(t.<*xpa!isi()h and (Vistored widespread tvonoini/iHg. iiicreasinu the 
ifiwiediatt* cost hurden r)!! oiir students. — 

The adrriinistratibh Hals rocohinionded tniij()r chank'<*H-in .thr^Kua^anteed_ s_tude^ 
loan pro^^nini (GSL) arid the elimination of the national direct stMi'nt Loan i)r()grain 
(NDSLI in Tiscal year ]m2. The dl^smantlin^? of.Federal rundinicprog^nims.for |.*duca: 
tibn iH occurring at an accelerated rate. Shoald the i^ffort.s of this .ConiLfressifaiL ^tr.^^ 
t he Fed e ral Clave rn hi e n t be unable t o rea f r m i t.s h ist o r i c c() ni ni Lt men t_ t o _ ma in t a i n - 
in^ oducatibrial iri.sIitutionM for studentii, we. musl attempt to implement funding,' al- 

tepnatives that, al least in part, fill the resulting vcid. . . . 

stress that there are no l(>cal aliornatives that can_.fuljy_replace_d_ra5ticaily 
curtailed P\*deral lban,s-proj>rams, and in particular, the guaranteed . stiideni loan 
program. Our first arid foremost recomriiendatlon to thi,' committee tnust^ therpfpr^\ 
be a strong stateriicrit of support for the efforts of thi.s CongreSvS to.avojd _di_niinish: 
ing or abaridonirig our riaticrharcoinmltmerit to investment in higher. education. To 
tolerate* such a, step back word would he a fakse and .short-term economy. . . _ 

At the same tiriie, we must be cogrii/arit of the iricreaiiingly crucial need to .keep 
the doors of higher education open to those whose very presence in the loWri^coI^e 
segment of oui^sck:iety is often evidence of their hiHtorical lack of such educational 
opportunities. The Federal Government riiust :starid fast in its commitment to pro: 
viding financial-assistance iri this category: Nori-guararifeed local bond financing 
cannot replace Federal support iri this vital area, arid if w-e are to avoid n widening 
gap in educational bppbrturiity^and- a wideriirig gap iri socio-C'Coriomic reality— ef- 
fective Federal proyfrarris to this end riiust attain heightened, riot diriiirii.shed, na- 
tional priority. ' 

Thus, we strongly ^support this cdmriiittcij's prompt corisidcratiori of this measure 
and look focward to final passage by the full House arid Seriate, 

Finally, Mr. Chairriian, we arc jaleased to report thatlhc Couricil of the District of 
Columbia, at it« legislative session held on May U, 1982. uriariimously adopted a 
resolution. Introduced by Chairman Arrin^ton I.. Dixori arid cited as the "District 
charter college and university prograriis loan authorizatiori ariieridmeritii eridorsr*- 
ment resolution of 1982." I'ecording its support of the pendirig measure: 

Thank you for this opportunity to present^ the DistrJ^ct's views ori U:R:"()2T(1: 

Mr: DEttUMS. We will now move to Mr. Reichenberg. 



STATEMKNT OF STKVE RKICHENBERO 

Mr: REidHENBERG. Thank you, Mr. Chairman. Good rnorhing. 

I apj3reciate the opportunity to appear before yoa today to pro- 
vide testimony on H.R. 6010 and H.R. 6276, bills to arnend_ the Dis- 
trict of Collumbia Self-Government and Gavernmental Reorganiza- 
tion Act to allow the issuance of revenue. bohd_s to finance college 
and university prog'ranls which provide student educational loans. 
Both H.R. 6010 and H.R. 6276 would empower the District Council 
to pass and act to issue revenue bonds to borrow money to finance 

student loans, : _: _ 

Currently, the Council can issue revenue bonds to borrow money 
for college and university facilities constructions, anibn^ un- 
dertakings. This year^the Council did, in fact, pass an act to issue 
revenue bonds for the_bprrowin^ of money for additional facilities 
at the George -Washington University. The legislation you are ron^ 
sidering would :bro;adeh_ the power of the D.C. ^Councll by ^ddinj 
student loan financing as a legitimate undertaking forv^hich reve- 
nue bonds could_be issued. - ^ - V 
. The Chairrnan of the Council, Arrington Dixon^ sujDfK^rts that 
passage of _H.R. 6276. It is critically important for a jurisdiction to 
have within its power a mechanism for financing the_higher educa- 
tion of its young people. These resources will help the institutions 
of higher learning in the District of Columbia in a time of possible 
financial difficulty. H.R. 6276 is the preferable of the two bills be- 
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causi* it would: ninri* hroadly define the prograrn for which revenue 
bonds and student . loans could be issued. 

Students in the District of Columbia face a financial pinch which 
thejr brothers and sisters of 10 years ago did not encounter. The 
cost of education has soared. At the same time, the average house- 
hold is l6\ss able to . pay for the cost of higher education of its chil- 
dren than it was 10 years ago. Over the past 10 years, the costs of 
housing and transportation have grown faster than the average 
household's income. With the greater: share of the average house- 
hold budget expended on these two essential items, there is less re- 
maining for educational and other expenses. The ( ist of borrowing 
money is much higher than 10 years ago, which compounds the 
problem. The potential reduction in Federal funding for student 
loans threatens to reduce the supply of funds available to students. 

A student todyy is looking at three very real problems in the fi- 
naficing of his or her education: First, the need for funds, which is 
greater today than in the past; second, the availability of funds, 
which is less than 10 years ago; and third, the cost of funds, which 
is -higher than before. 

This legislation addresses one of these problems, the availability 
of funds. By this, it assures that the District of Columbia will have 
within its power a means to make financing available for higher 
edtication. " ' . _ - . . 

The colleges and universities in the District are looking at an- 
other problem. Without adequate -financing, students will not be 
able to afford higher education and enrollment could drop precipi- 
tously: For th[s reason, the legislation is important to colleges and 
uniyersities. as \yell as students. 

- The District of Columbia is privileged to be the home of many 
fin e c d 1 1 eges arid ii n i y e r s i t'les^ : i n cl u d i n g b ur p w n U ri iy e rsj ty of the 
District of Columbia, ft is hoped that the legislation you are acting 
^ ^ t ()d ay w i 1 1 rn a k e it jx>s s ibVe f pr y_p ung^ :P_eop 1 e i i ri t he Di s t r i c t o f 
Columbia to pursue higher education at achools of their choice, in- 
cluding, of c bii r se , th e U ri i ve r s i t y b f t he^ D i s t r ic t of CbUi mb i a . 

The Gouncii of the District of Columbia passed a resolution en- 
dorsing the amendnierit which ybii are cbrisideririg today on May 
il, liA82, A copy of that resolution is attached to my statement. On 
behalf of the Council, I urge you to act favorably on H.R. 6276. This 
important measure will assure the educational and financial secu- 
rity of oUr students, colleges and universities alike. 

Thank you. ^ 

Mr. Dkli.ums. Thank you v.er^ much, Mr. Reichenberg, for your 
openmg* remarks. _ _ ■ . / 

[The prepared statement of Mr. Reichenberg follows:] 

I*KKI'AHKij StATKMk:Nt OK StKPIIRN'L: RkICHKNBKRG, BtlDGKt DIRECTOR, CoUNCli. OK 

THK DiSTRicrr OK Columbia 

Thank vbu Tor tint' oj>port Unity to appear before you today to provide testimony on 
H.R. JiOlO and H.R. ii27il. bills to amend the District oT Columbia Self Government 
arid Gdvernmerital Reor^ariizatiori Act to allow the issuance of reveriue bonds to fi- 
na4ice collt'^e arid univt'rsity prd^rariis which provide studerit educatibrial Ibaris.^^ 

Both H.R. fJOlO arid H.R. r)27n waiild empower the Council to pass ah act to issue 
revenue bbrids to borrow money to finance studerit Idaris. Currently^ the Council can 
issue revenue bbrids to bbrrbw mbney for college and uriiversity fapilities, arhbrig 
other undertakings. This year the Council did, in fact, pass an act to issue revenue 
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bonds to. i>onow MH>Mt*y for JHiditionaj facilitit^s * Washington Uniyersi- 

ly' T:iH.' J»*)=:i>fia.! lor^ you ,m;i: r()nsM^^^^^ the powL\r of\ the District of 

(.V)IuLni)ia.T_*o^^^ atMi.n);. .^t n(i(.nt loan financing a.s a liegit iniate undertaking for 

which rtLvenue botuis could. bA^iss 

. The.C'halrjTian :oQhe CV)U the passage or!i.R. f)27n. 

" Il..is_cri.t^paljy imporUint for a jurisdiclipn to. have within its power a mechanism for 
rLM.wci_ng__the hi^hvi*. education.. of its young people. These resources will help the 
i.nstiiiitions .or higher_1ea.rning: in.lhi' Distri.ct of Columbia in a . time of possible fi- 
[1 a n t- i a I d lii'i c.u.l ty... . j T R, n27| ) is t h e. p r e i'v r ab 1 e o I' t he two b i 1 Is beca use it wo u !d more 
broadly define the program for which revenue bonds for student loans could be 
ijisued, 

. _Students in the l.^l«t/ict of ('ojumbiji face a financial pinch which their.brothers 
and sisters of ten years ago did not encounter. The cost of education has soared. At 
the same time the'average household Is less able to pay for the cost of higher cduca- 
t.ipn for its chiidren than it .was ten years ag:o. Over the past ten years, the costs of 
housing: and transportation have grown faster than the average household's income. 
With a greater share of the average household's budget expended on these two es- 
sential items there is less remaining lor educational expenses. 1 he cost of borrowing 
nioney is much higher than ten years ago which compounds the problems. The po- 
tential reduction in Federal funding for student loans threatens to reduce the 
supply of funds available to students. . . _ 

A student todav i^ looking at three very real problems in the Tiriancing of his or 
her education. First, the need for funds whrch is greater today than in the pJist. 
Second, the availability of funds which is less than ten years.ago. Third, the cost of 
funds which Is higher than before. This legislation addresses one of these prbb- 
jems— the availability of funds, By this* it assures that the District has within its 
power a mieans to rnakc financing available for higher education. • 

The colleges and universities in the District are Idbkihg at Another problem: With- 
out adequate financing, students will not be able to afford higher educatidri arid en- 
rollment could drop precipitously. For this reason the legislation is impdrtarit to col- 
leges and universities as w^'Gll as students. 

" The District of Columbia is privileged- to be the home of many fine colleges arid 
universities including our own University of the District of Col^imbia; If Js hoped 
that the legislation you are acting on today will make it possible for young people iri 
the District of Columbi^ to pursue higher education at^schbbls bf their choice iriclud-- 

ing, of course, the University of the District of Columbia, 

The Council of the District of Cblurribia passed a resblutibri eridbreirig the airiend- 
ment which you are considering today on May 11, L982; A copy bf that resolation is 
■ attached to this statement. On behalf bf the Council, 1 urge ybu to act favorably on 
H.R. f)27f). This important measure will assure the edticatibnal and firiaricial secu- 
rity of our students and colleges and universities alike. 

Mr. Dellums. The Chair will now recognize .Father Whalen for 
his iaperiing statiBrnent. 

STATKMKNT of FATHKR JOHN WHALKN 
Father Whalen. Thank you, Mr: Chairman and members of the 

committee. _ . ::_ - 

My name is Father John Whalen. i am accompanied today by 
^r, Dana Ackerly of the law firm orCovirigton & Berling^^ 
executive director of the Consortium of Universities of the Wash- 
ington" metrppolitari area^ The consortium is an associataion of the 
major colleges and universities in the District of Columbia, includ- 
ing the American University, the Catholic University of America, 
George Washington University, Georgetown University^ Howard 
University, University of the District of Colunibia,-Gailaudet Col- 
f lege;^ount Vernon College, and "Trinity C(>^lJege._The__cohs^^^^ 
^was established to facilitate student exchanges, academic coopera- 
. tion, cost" containment and fiscaLstabiJity of its mem 

I am very pleased to ^appeai^ before this committee on a matter 
' that is' of utmost concern to t.he_members of the ciansortium and all 
their students, both present and future. As this committee is well 
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awiirc, the iwd to provide adequate funding for higher education 
has received halloiial attention, especiaUy in Light of the current 
state of our national ecbnorny and the Federal budget. HvK 6276 
would authorize the District of CoLurhbia to establish a student 
loan p r og r a rri t o_ sup pie me n t o t h e r _^a ij able sou r ce s o f XiiV4n^ci)lg 
far- higher-education; We urge the prompt, favorable consideration 
of H4^'_6276 bv this cpmrriitte v 

The consortium institutions alone are a major contributor to the 
economy of this area. They currently rriake a net positive economic 
contribution to the Washington metropolitan area of approximate- 
ly $LG billion annually. 

In order to* maintain the health pf these institutions, it is neces- : 
sary that loan funds be available tb^students who attend them. Ap- 
proximately one-half of the students enrolled in thes^^ 
come from the metropolitan area, and half come'from elsewhere in 
the country arid, abroad. Virtual ly_ a] 1 _of_those students have some 
need for Financial aid, given the escalating costs of attending insti- 
tutions of liigheredi^^^ ' ^ 

The current program of student aid consist chiefly of ba^ic educa- 
tjpn'iJ opportunities grants. Pell grants, supplemental educational 
opportunity grants, college work study^ national direct student 
loans, arid guaranteed student loans. With the efforts to cut back 
on student aid generally and on guaranteed stiident loans fprj^rad- 
Uate students and professional students, it is necessary for the uni- 
versities in the Washington rhetropdlitan area to seek sorne other 
source of loan-funds so that money will be available to students 
w h e n n eed ed . The e n t i r e _u n i ve rsj ty; co rn m u n ijty o f W^is hi ngt o n h as 
gone on record as supporting a continuation of the guaranteed stu- 
dent_loa_n prograrns, si nee the best possible prbgrarri for stu- 

dents attending our institutions. 

.However, in the everit of reducisd gUararitee studerit loan nioney 
or a change in the nature of the program to reduce either the guar- 
aritee or the inceritives to lending agencies ta make these loans, 
universities will require a new source of funds. Students_cannot 
obtain personal loaris for their education a^ banks, because banks 
will simply not lend money for.that p^urpose without a guarantee.- 
H.R. 627i) would permit the District oLeolumbia to issue bonds on 
be hal f of t he u n i y e r s [tie s w i t h bu t a. riy fi ri an c i al b r m o r al bbl ig at i on 
on the part of the District of Columbia, and without any guarantee 
for t^hese bbrids frbrri the District of Columbia or the Federal Gov- 
ernment. The colleges would use proceeds from the bond issue to 
sUppleriient othisr existing Federal programs, if needed, to permit 
students to attend our colleges and universities,, _ :_ 

We are p>ersuadedr because of thfe involvement of our own finan- 
cial aid officers and loans bejng, originated by ba^^ otlier 
Uinding institutions, that , neither abuse nor fraud woUld exist. 
There_wpuld be r^latiye^^^ httle incbriie lost to the U.S. Treasury 
since the only loss would be on taxes from iniei est paid on the 
bbrids arid there woUld be rib Ibss from defaults on loans, as is true 
under the existing programs. ___ __ 

Mbst bf all, we ask tte Congress to consider this legislation favor- 
ably since we fear that rnpneyL_for_ loans to stude^^^ will not be 
available from any other sources if we cannot issue tax exempt 
bonds for this purpose. The individual institution's resources are 



not such an to permit them to make such lbaris, an^ the banking 
cbrrirhUnity has inibrmed us that money would not be made availa- 
ble for student loans if there were a change in the . present guaran- 
teed student loan program: 

Mr. Chairman, I have subrnitted an outlirie of the 
dent loan program which, in the interest of time, I will -not read. 

But I would like to say that H^R. 6276 uses the phrase 
tidnal expenses.'' It is our understanding that' this phrase is intend- 
ed to be broad enough to include, ajiy pT the_types of expense^^^^ 
which loans may be made under the Government student loan pro- 
gram. This would include, but_ not be limited t(^. fees^^ room 
and board expenses, books and education-connected travel. We 
assume that the cornmittee shares this view. Hb^wever, to aw^^^^ 
possibility of any future ambiguity, we suggest the committee may 
v/ish to address this point spmewhere in the legisla^^ 

I appreciate very much the opportunity to present our views to 
the committee this morning, and I will be happyjb answer any 
questions that you may have. Thank you, Mr: Chairman. 

|The prepared statement of Father Whalen follows:] 

PuKi'ARKi) Statp:m.ent OF Rev, John P, Whaken, ExKCUTiyE Director, Consortium 
OK Universities of tkk Washington Metropolitan Area 

My name is Reverend John. P. Whalen; I ara.the.Executiye Director of the Consor- 
tium of Universities of the Washinijton Metropolitan Area^.The Cpnsqrtiuni is an 
iissbciatidh of the major colleges arid universities in. the District _of C>)lumbia, incl^ 
i ng The A m eri ca ri U n i versi ty , The Catholic .Uni vfi.rsity o f_ Arne H ca, The Geo rge 
W ash i n gtori U 0 i ve rs i ty , George to w n U n i versity , H oward ..U ni vers] ty ^ U n i ve rsi ty q f 
the District of Columbia, Gal la udet College, Mouiit VerDOri CoJIeg_e and Tn.nity Col- 
lege. The Cbrisorlium wjas established to facilitate student exchanges, academic co- 
operation, q6stcdntairimerit aridTiscal stability of its members. ^ 

I ani very pleased to app(?ar before this Committee today _on a rpatter that is of 
the utmost concern to the members of the Consortiam and alJ their.students, .both 
present and future. As this Cbnimittee is well aware, the need _to_ prfLVide ad^guate 
financing for higher education has received national attention. .especiaUy.i.n light qf 
the current state of our hatioriaJ economy arid the federal budget. Ji.E_r)2/6 would 
authorize the District of Columbia to establish a student loan progr.am to supple- 
ment other available sources of financing for higher education. We urge the prompt, 
favorable consideration of H,R, (5270 by this Committee, 

I. THE need I-IPK H.R. fi:?76 

The consortium institutions alone are a major coritributOf to the economy of Jhis 
area. They currently make a net positive ecoriomic contribution to the Washington 
metropojitan area of approximately Sl.iJ billion anriually; (See attached Econcomic 
impact Statement). : ; . . _ _ _ . , — 

in order to maintain the health of these institutions, it is necessary that, loan 
funds be available to studenU who aUend-them, Approximately one-half of the stu_- 
dents enroned in these institutions cOme from the metropofitari area arid iialf come 
from elsewhere in the country and abroad. Virtually all Of those students have some 
need for financial aid, givein the escalating costs of atteridirig iristitutioris of higher 

education. _ : „ , .__ » ^ 

_ The current programs of student aid consist chieny of basiC educational OPPO™- 
n.ities granU (Pell Grants), Supplemental Educational OpporturiUy Grant, CoJJege 
Work Study, National Direct Student Loans, and Guaranteed Student fcoans. With 
the efforts to cut back on student aid generally and bri guaranteed student loans.for 
graduate students and professional studenU, it is necessary fOr the universities in 
the_Washington metropolitan .area to seek some other sOurce Of loari funds so.tha.t; 
money will be available to students when needed. The; entire university commumty 
of Washin^on has gone on record as supporting a continuation of the guaranteed 
student loan programs since this is the best possible program fOr students attending 
our .institutions. / 
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_ Howe vor, In t h« event _of red uced jfuaran teed student Joan money or -a cHan ge in 
tht* Diituco of the_pro>crHni to reduce cither the guarantee or the incentives to_lend- 
ing xigen cies to. m u kt?. _t hcHo J oa nw , u n i vers i tics _w rl 1 req ujre a new souj-ce of fu n ds. 
Students cannot Qhtain_4>eraDaaLloans for their education at banks, because barik^ 
wi II si m ply not lend, mono^or t hat p u rppse . R R. 6276 would per mi t th e District of 
Columbia to issue boadsjcS.behair of the universities without any financial or moral 
obligation on the jmrt of Jthe District of ODlumbia,^^^^^^ guarantee for 

these bonds fcOQi lbeJD_ist^;ict of Cpiumbia or the Federal government. The Colleges 
would use pTi)c6feds from the issue to supplement other existing prb- 

grams. ihneeded. to permit' st^ universities. - 

We _are persuaded, because of the involvement jjf our own financial aid officers 
and.JoBRS being originated by^anks or other lending institutions, that neither 
abuse nor _fta^ud would exist. Thpre would be relatively little income lost to the U.S. 
Treasury sijice the only-loss would be on taxes from interest paid oh the bonds and 
there would be no loss from defaults on loans, as is true under the existing pro- 
grams^ 

_Moat_Qf all we ask the Congress to consider this legislation favorably since we fear 
that m on'ey fo r loans to st u d en is wi 11 n qt be avail able f ro m^ any bt h e r sou r ce if .^e 
ca n not iss u c tax e m pt bq n ds fo r t h is pu r pose^ The i n d i v id ual i n sti t u tibns ' re- 
sources are not such as to permit them to make such loan&v and the banking com- 
munity has informed us that money would not be made available for student loans 
if there were a change in the present guaranteed student loan program. 



II. OL'TUHE OF PROPOSED SUPPLEMENTAL STUDt:NT LOAN PROGRAM 

1 1 s hou 1 d be _e tti p hasi zed t h a L at t he prese n _t t j rp e , n o bo n ds h a ve bee n issued by 
any jurisdiction, to Tuhd a^sludent loan program that is not backed by a federal 
gaarantee. On ly/a ievv ju nsdic.tions _ have statutory a u thorization for such a pro- 
gram, and in these states, the program is stijl in the formative sUges. With so little 
ex p*Gr i enco to r_e ly_ on,, o u r_ prese n t t h p ug h ts a re s u bject to c h a nge In response to t h e 
concerns of the various In voiyed parties, such as the rating agencjes, underwriters 
and bond counaeJ. Keverthejess, the fpljpwjng sets forth the basic elements that we 
be Ifeve are needed for a successfu 1 prpgram . _ ^ _ ^ , r 

f. Ismauce of_boncLi.-zBonds would be issued by the District of Columbia and the 
proceeds depoaLted'initially in a "Loan Fund" held by a trustee. Other funds, de- 
scribed below,. WPuLd. also be held by the trustee- The bonds would be revenue bonds 
''and .would not constij-ute any financial obligation on the part of the District of Co- 
lumbia.. ^ ,^ , 

2. The appliccition for, and the niakinnpf, student /oa/ts^— A student would consult 
with lhe_ student loan office at his D.C. university to determine his need for a sup- 
plemental loan, first taking into account other available resources, such as possible 
contribution, from pa_rcnts,^ other loan proceeds, and his own earning power. The 
supplemental Joan program would be utilized only if all other funds proved to be 
inadeq^ULateJhis need analysis could be performed by the university itself^or by the 
bank or .servicing .company that would service the loan. Following certification of 
need.. a_crediL check would be performed ufxjn ^he student and a co-isigriatbry guar- 
antor (presujnably a parentj. No be made without the agreement of a* 
parent or other co-signatory to stand behind the loan^ _ 

Monies to make the loan would be drawn down From the Loan Fund as tuition 
became due. Thus, although the loan might be approved in June^ rib money would 
be drawn from the Loan Fund until tuition was actually payable (presumably at the 
beginning of each semester). Pending the draw-downs, the riibriey in the Loan Fund 
wpujd be invested, and, assuming that market conditions permitted ''positive arbi- 
trage," the earnings on the Fund could be used to reduce the x:osts of the program 

.y. Loan repavme/i^.— No interest on .the loan wdiild be payable by the stadenLiis 
jong as he maintained full-time student status. Rather, iritcrest would be "capLtaL- 
izeJ" and added to the principal an^ount of the loan. Repayments of principal_and 
interest would begin shortly after the student ceased full-time status: The rate.of 
interest would be cajculatcd to cover the iritereist rate bri the bonds plus .certain .aj^ 
plicable fees and costs, such as^rigiriatibri fees, servicing fees, financing. costs and 
all other costs of the program. Because the interest bri the bonds would be^at a tax- 
exempt rate, it is expected that the effective rate bri the loan would be at least sev- 
eral percentage fxjints Ibv/cr than cbmmercial rates; — 

4 Security a^aim^t defaults.— \n additibri to the Loan Fund._the_trustee would 
hold a "Guarantee Fund" irito which wbuld be deposited a certain percentage of the 
loan amount ie.g., 2 percent) to^establish security against._a.n.y .possible defaults in 
loan repayment. In view of the lack bf experience with programs such as this, the 
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HinP-UJil.()f thiH_dc[K>Hit oJiinot btvdL»U>rininA?d>vith. pri-*cU^ present time, Tjfie 
jJUyinent. iiito tl)0 ^^U.M^^IUe<^ Kujuj.. h()wey6r.. wo be m?ide at. th<> time of each 
dnLvv-dowji and would cover l)(>th the "tuition" and the "capitalized interest" por- 
tions of the loan. _ . . _ 

_ .in addition^. iL probably .wijl jx'...necessary .to. establish .bacVup. s'ecurity to assure 
that the am.Punt in_the_Guarant.ee Fund is_ade^ to cover any and all defaults, 
Tbjs back-uR secrur.i.ty miKbt talce a number _Qf forms, such as the qbljgation of the 
beae_ntinji universities to make upj on a. pro-rata basis, any deficiencies, A ''^ 
Fund'' might also be estabjished in "_tbe amount of one year's principal and interest 
Pn _the_Jx)nds to "tide over" any period while a deficit in the Guarantee Fund was 
beinK made.up. 

> . ciM^^Oj^-^^t J^i'/^^f^l^^^-^ ini^^r'tives again,st^ a 

.studont's defauitinX bis Joan that are not present in the federally guaranteed 
PTPKran\ First, the loan would be referred upon default, and 

therefore all available remedies would be actively pursued. Second, the assets of the 
parent or other co-signatory would b<*^Btandmg behind the loan, providing both real 
security and a psychological incentive on the part of the student to comply w4th his 
obligation. Third, it would he the student's own alma mater and not the Federal 
Treasury that would be ultimately responsible for covering any default. Others in- 
centives ag.'iinst default are being considered and may l)e incorporated into the final 
()rogram. ^ 

6. Pariicifxjtionr af all-V-C. wnuerNfif/e.s.— Although it would be possible to issue 
student loan bonds benefiting the students of only one D,C. university, it is present^ 
ly cbntemplaLed that each bond issue would be created bri a "pooled" basis arid 
would provide student loan funds for all D.C universities; Prior to each bond Issue, 
each university would he asked to imake .'in estimate of its staderit loan needs, ^nd 
iiri attempt would be made to raise siifTicient funds to cover the needs of all D C. 
universities for the forthcoming two- or three-year period. If sufficient funds could 
not 1h» rjiised, each university Would share In the availably funds on a pro rata 
basis: 

MI. TlIK SrOPK OK U.K. 627G 

H.H. (i27f) uses the phrase "educational expenses:" It is our uriderstanding that 
this phrase is intended to^^ broad enough to incliide any of the: types ofiexpenaes 
for which Idiins may be made under the government student Ioan_ iirx>gram,...We 
assume that the Committee shares this view: How-ever, to avoid, the possibilily of 
any future anibiguity, we suggest the eommittee may wish to address this point 
somewhere in the legisJative history, . . . . . 

I appreciate the opportunity to. present our views to Jiie Committee this morning. 
1 will be happy to answer any questions that you- may have. 

Mr. Dellums. Thank you very much^ Father Whalen; Ms. Wash- 
ington, Mr, Reichenberg, and Father Whalen, we thank all three of 
you for yolir opening reniarks. ^ 

Prior to moving to the question -and -answer phase of these pro- 
ceedings, the Chair would like to recognize for the record the fact-, 
that our .distinguished colleague, the gentleman from Califarnia, 
Mr: DymaUy, is present. He is not a member of the subcornmittee, 
but he is the author of this legislation and we certainly will, with 
time permitting, provide the gentleman with an opportunity to par- 
'ticipate in these proceedings. 

The Chair would now yield to niy distin^ui3hed__cplleague f^^^^ 
Connecticut, Mr. McKinney, for any questions he may have of the 
panel. _ 

Mr: McKinney: Thank you, Mr. (Shairman. 

l_n a sense, I am just going to ask a lot of qUiBstions to build the 
legislative record that Father Whalen was talking about_so th_at we 
will be forearmed befiore we get to the^floor again; I am getting 
very "floor shy" after the Olympic coin bi_ll._ 

One of the stated reasons for- this bill is to offset potential reduc- 
tions in student aid pxograms^ It now appears that these reductions 
aren't going to be that serious: But I have had the suggestiqn from 
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you in the past. Father Whalbn, that you really n^^^^ 

most for graduate .stuclents, medicai students, and law students; is 

that a fair statement? , • <^ 

- Father Whalen. i would. say so, Mr. McKinney,. except that stud- 
ies done by the National Association of Independent Coilej^s and 
Universities indicate tKat even last year, with greater fund irig: in 
the guaranteed student loan program, there was a national short- 
fall of need of about someplace between_$50() miU ion arid 
lion. So even with th^ existing level of oar guaranteed student 
loans, we may very well haye to use this rnechanisrn.^ 

Mr. McKiNNKY. So this woald be a fallb^ack program consortium 
of uniyersiti_es to use?:i _ _ •^ 

: Father Whalkn: Yes, sir: We do hope that we never have to use 
it. As I pointed put earljer, the guaranteed student loan program is 
the very best for students. In the event that anything happens to 
that, we do heed this legislation. 

Mr. McKiNNKY. One of the Washington area unive?rsities an-- 
nbunced an arribitious fundraising drive, one purpose of which is to 
generate funds for student loans. Do you think it is necessary to 
supplement exi.sting and planned loan programs with an untested 
effort to sell bonds?. _ _ : :. 

Father Whai.kn. Yes, I really do» because if you look at the en- 
dowments of the. local__universities:-^I think^^^^^ university you are 
referring to is Georgetown. Georgetown has an endowment of 
about $72 million. Incbrne from the $72 million generates about $7 
million a year:. That $7 million, you have to realize that it is a very 
small j>art of the overall budget of Georgetown, which now 
amounts to about $2()0 miUion a. year. .. ._ . : _ 

Georgetown is the richest^^f the bunch. George Washington UnL- 
versity, which is larger thaa^jGeorgetown, has an endowment of $2^ 
million; Catholic University of Aimerica has an endowment of 
about Sl4 million; and American University ha_s_a buH|;et that no>w 
runs about rnid-$i)0 million, and has an endowment of about $4 mil- 
lion. So- income from endowment, on the average, in bur universi- 
ties- would keep the university running for about 1 day. 

Mr, McKinney. Now that you have thoroughly depressed me, we 
will plow on: -__ 

What is the average postgraduate tuition now, say, in medical 
.school or law school. _ _ : _ __ 

Father WhaI.en. In medical- school, our tuitions vary widely. 
Howard Is currently running, I think, ivround $4,000 to $5,000 a 
year. But George Washington. and Georgetown University Medical 
School tuition runs: aibout $17,500 a ^ ''^sison for that is 

there isn't any Federal subsidy or any State subsidy or no capita- 
tion grants for students in bur medical schools. - 

Most other States do have capitation grants, so that their tuition 
runs about $8,000. But bUrs is dynamite, 

^r. McKinney. We have been through that, haven't we? 

Father Whalen. Yes. 

Mr. McKinney. Are you countings on any lim Ibans tb any 
one student, or what do you think the loan ratio will be? Will this 
just float? 

-Father Whalen. i think it v/ill float, depending upon the need. 
We will impose a needs test on the student to make sure that there 
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is A bomi jlde need lb to have this money. We will also do a 

Sedit check on the students and/or their parents. . . . 

I would like to say sorheplace in the riBCord that I hope it is the 
intent of Congress that loans . under this bill could be made either 
to students or btheris on behalf of students, parents, guardians, and 

the_like._ \ . , j __ __ ___ : _ 

Mr. MckmNEv: Lam headed in that directipn now to get the 
record going here. Exactly what kind^ of expenses ^d envision 
that you would want this loan program to be able to cover? 

Father Whalen. I wpuld_say every educati^ ex- 
"pense: That would be tuition fees, room and board, books, other 
educational materials that rnigl^t need,: and education- 

aiiy connected travel that they 6an get to and from college, or in 
the event that there is a progfamlfor a third year abroad- program 
or some such things they could bc^rrow money for that. My feeling 
is that it should be limited to educationally related expenses: 

Mr. McKiNNEY. Do you think thfe bill should specifically state eli- 
gillie expanses? . _ . 

Father Whalen. I think it Jsibetter j^ot tg^ b^^^ 
generally understood: Under the present guaranteed student loan 
program, for example^ they are spejled but in regulations. My feel- 
ing would be that that might be a matter that tne^city would want 
to address. : 

Mr: McKiNNEY. In order to avoid the possibility of fraudulent 
use by these funds, which, as you are well aware^ Congress is be- 
coming aware of some of the problems we have had with other pro- 
grarns, the money is going to go directly to the university; do you 

approve of that? 

Father Whalen. Yes. The way we anticipate it being handled is 
that, once the' city issues bonds for student loans^ the bpnds^^wbuld 
be in the — I donVwant to get locked into this because 1 haven*t 
really thought tms all the way; through and ha^ tb the 

city about this yefi— but the bond proceeds would go into the hands 
of a_ trustee bankSb lending institutibri. We wbUl^ depend 

upon both our financial aid officers to do the needs test for the stu- 
dents and the bank tb briginate and service the loans and collect 
them. There would be fees for all of these things, _The bond_maj'kei 
is currently very soft, and this is an untried vehicle: it hasn't been 
tried yet by: any States, although a number of them have author- 
izing legislation for it: _ - - 

The key thing here, ! thjnk, Mr, McKinney, is the availability of 
money, because the bankers have flatly told me that, if there 
weren'_t_the sweeteners in the present guaranteed student loan pro- 
gram and if there weren't the Federal guarantee behind it, if the 
student went into a bank , to borrow money to go to school, J:hey 
wouldn't lend it because they don't haye anything to foreclose on. 
Sb the money wouldn't be available, and this would make it availa- 



Mr. McKinney: I have a few people up here>paying off their stu- 
dent loans. , 

It is the most expensive possible type of loan to issue I have been 
tojdiby the banks because, for the amount of money in return, they 
have the paperwork, the billing, the chasing, and so on, and so 
forth. 
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I assuhio this is n vehicle that is a court of last resort;, Ir other 
words, everything else han been tried, and then you move inio this. 

Father Whai.kn. We have discussed every possible source of 
funds and we can't come back with^any bright ideas excep this 
one. ' _ 

Mr. McKiNNKY, So, vin_Mch individual case, you would go 
through all the other available sources, and then this would be the 
fallback rpster? _ ; _ 

Father Whai:en. Yes: 

Mr. McKiNNKY. I do think there is a lot of- confusion about th^ 
tnechanics of this program, and I really don't know how to get all 
of this into the record! As you say, you haven't already figured the 
whole thing out. _ _ 

For instance, who would establish the regulations for the pro- 
gram? Would it be the city? 

Father Whai.kn. It would be the city: 

Mr. McKiNNKY. Who is g^oing to^do the chasing after the money? 
Father WHALKN.-The originating bank. 
Mr. McKiNNE_Y._ The originating bank? 
Father Whai.kn; -Yes: . 

Mr. McKiNNKY. Is the university or the city going to guarantee 
or -fall back on these things? _ _ _ 

Father Whai.kn. Well, the full faith and credit of the universitjes 
would have to stand behind the issue. Also, I am told that there 
are rneans of getting the loartiS^guaranteed by some of the larger 
national banks. Of course, you pay a fee for.that guarahtee^ but it 
rriight be w^rth paying because the interest rate" in the market 
would be lov er. So there could be a guarantee gurchas^J, but it 
would be a private guarantee by a private bank in return for pay- 
ment. ' 

- Mr. McKiNNKY, As the home rule charter is currently written. 
Council acts provide for these bonds as well as others that they are 
required to undergo the normal 30-day : congressional review? 
Absent any change |n the length of this review p^^^ do you 
think this will cause any kinds of problems for the bond? 

Father Whalen. Everybody likes to go to market when there is a 
window there. If the Council authprizea the issuajice of a bond act 
and we have to have a 3b-day review period, the market might just 
disappear after the 80 days. It would M loy^^^^ to have authority to 
go forward with the issue immediately upon the approval of the 
Council if the market, is ri^ht that day. We would very much like 
to go to market maybe 10 minutes after the Council authorizes the 
legislation. _ ^ _ 

On the other hand, we might want to wait for 30 days, depending 
upon the market. 

Mr. McKiNNKY, I couldn't agree with you more. Tha^^ you for 
the cdrhmercial for my bill: There is no Federal interest in this 
that I can see. Therefore, J doh\t know why there should be an^ 
congressional review, You are absolutely right, Father, and I can t 
emphasize this enough, Mr. Chairrriah. There is no sicker bond 
issue than one that sits in the . pond waiting to be torn apart., One 
strikes when the door is open and moves quickly. Having suffered 
through New York City twice, I became well aware of this particu- 
lar fact. 
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iiarl):u-a has Ix-iMi sitting liere tjuietly thinking l am going to let 
her haw a j)(\-u"(-rui (liiv. . . _ _. 

1 have a real problem here. The Washington Post, May 4, 19S2, I 
read with joy thlU they approved jC)}' something the city did. It is 
called "Cheers for Tax Reform/^ Howevor^^^^^^^ it they say that the 
C'itv (Council, in their astate wisdom, is going to tax the interest on 
State and local bonds purchased after li)i)J. I jUst find it absolutely 
amazing and rather confusing, that the city is saying, *'Gee, we 
want to do this tax-free bond thijig to help students go to school, 
but» watch out» in you can take them and throw them [n the 
garbage can/' The program will have no value if these bonds are* 
taxed, because the interest will be so bloody high in thisjiarticular 
milieu we are operating im God hope it improves* but that is some- 
thing the Father could prax ^Pr- _' _ 

Plow-do you get rid of this dichotomy of interest her^_ 

Ms, WA.sMi_NGTON._I_came {brearmed this rnornihg. IV^r. McKin- 
ney: I am i^oing to defer to Mr. Kao, the AJssistant Treasurer. He 
would like 1o speak to that. ) 

Mr. MrKiNNEY, Welcome back to VMO. It is nice to see'you. 

Mr. Kao. Thttnk you. ^ _ _ - - _ _ 

if I could make a general comment, the primary benle_nt_fi_nan- 
cially in a tax exempt municipal type bond is the exemptioa from 
Federal income tax, It is not at aU .uncommon^ for a j)articular 
State to hold the interest on municipal issued by other entities as 
taxable.income. _ _ 

So the District's action to make income onj3ther entities' munici- 
pal bonds taxuble^(a) wpul4 riot be uhusu in the overall national 
eKpcr4i^nce^, and ib) would not remove the major financial advan- 
tage for this kind of boiid. ; 

Mr: Mcl^iNNEY. 1 am still confused.' I am just an old tire sales- 
ma n. - _ -- __ _ : . 

in this same editorial— and I follow City Hall witji eager_ antici- 
pation day by day— ^^bu also say that you are going fo use the Fed- 
eral tax form exemptions. If. in truth,ihe Federal tax form exemp- 
tions exempts tax-free bonds, is- this going to be one exception to 
your following the whole Federal jtatterh? . 

Mr. Kao. I am afraid I am not entirely expert with all the details 
of that particular legi_s]ation. _ _ — 

Mr. McKiNNEY. The editorial, for instance, says, _"Hbp_ray_.„By 
adoptinj^ tiie Federal definitions of 'gross income' and 'adjusted 
gross income' and by allowing District taxpayers, to _*taM'—^^^^ 
they do use the word "most"— "of the Federal itemized deductions, 
the new law will greatly simplify tax preparations. For schedules 
A, B, C. Dand-E; * * * ^his simpiification will save the city an 
estimated $298,000 next xear pn audits, printing the like." 

So 1 am assuming that this would be one of the exemptions. 

Mr. Kao. If I could defer to Mr. Humber on that portion of your 
question? ^ . : . . 

Mr. McKiNNEY. Yes. We could have a conference committee 
here. That is fine with me. I just want to get the issue here. I arri 

troubled. _ t^- 

Mr. Humber. Let us chan^eipjays on you again, Mr. McKinney, 
I think_we are confusing two things here. Fp-st, as I understand 

the tax conformity bill, which is what that editorial refers to, what 
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the* n.i-S^-i'ij^'t will m()ve t<) is ji^p will begih to tax 

the. income from f)()Mds issued by other municipalities and States, 
which Js not an _un^ Pistrict residents who buy Dis- 

trict bonds would have the .income tax e?cempt. A District resident 
who boLight the bbrids o^ or Connecticut or California 

would find that income taxable. ' 
: _ U i s not an u n c o rri riio n thing a S t a t e hpri o r s i t s own b u t d oe s n ot 
honor another State*s as a method of' encouraging its residents to 
buy its own bonds. 

Mr: MckiNNEY. That is what we needed for the record. 

I wo u] d s u gges t to you i n my us li a 1 _ so r t d f c a u t i b n a ry m an ri e r , 
»^ou people down there in city hall, what you are going to ask the 
chairman and I to do is ta^^ floor— which is a new idea, 

and f think an excellent one, I wouldn't be a cosponsor if I didn*t — 
we are going to ttike'' a biU on the floor over there, and we are 
going to say that, in 1901, the city is going to tax you, you and you 
tind yours and 3^Gurs, bi^^^^ they won't tax these, so we 

will still be able to sell them. 

A ca u t i on a ry w o rd Mr. C ha i r rri an , h o t ecj and t a ke ri . 1 1 i s d e v as- 
tating: in fact, I am quite surprised it hasn't been noticed. 1 hope- 
f u 1 1 y p r ay puts id e o f this r po m it won't be riot i c ed u ri t i 1 later, be- 
cause I wouldn^t be surprised if we had a resolution of disapproval 
on the whole subject. _ A 

That^is the end of ray recordmaking. ThanK you all very much. 

Mr. Dkllums., J__thank thej:e^ , 

I just have a few questions: Ms. Washington, it is my understand- 
ing from your testimony that ydu have no objection to this legisla- 
tsiori, 0276, ascitis written: ' 

Ms. Wash i ngton . That' i s _co r rec t^ _M r . Chai r m ari . 

Mr: Dku^ums: Do you have any additional points that you would 
like to rn a ke at this poi n t i n the reco nd? 

Ms: Washington: None, other than to say that we have con- 
cur red wi th bbri d _cqu nsel with regard to the provi sibri s and the spe- 
dfic language in the bill. The bond counsel, in its opinion, has indi- 
jcatipd that the_ legislatibri is sufficient to accomplish the overall 
purpose and intent of the bill. i 

Mr. D_ELLyMS,_Mr. Reiche^ like to ask you the saxrie , 

two questions: It is my understanding that the city council has no 
objec t i bri _ w ha t soe ve r to t h e 1 ari^u age bf H . R. 6276 . 

R4r. Rkichenbkrg. That is correct, Mr. Chairman. 

M r. De LL u MS^ Do y o u_ hay e an y^ ad d i t i b n a 1 cb ril ril e n t s you would 
like ta make, any statements, in response to. some of the questions 
Mr,_MeKinriey has raised, b or statements that 

have been made since your opening remarks? , 

Mr. Reichenberg. I db ribt have ariy additional comments. I 
think the points have been adequately addressed. 

Tha/ik you. 

Mr. DEEtDMS.^.Father Whalen, I notice in your prepared remarks 
that^^bu lay but a rather detailed approach to the student loan pro- 
gram. - - 

The pbsitibri that the Chair takes, as you know, is tha.t the home 
rule document is an interesting document that _sQ|Tn_e__derine as 
home rule and some say is not quite home rule. So, sometimes ^ 
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find p^yse!?' attempting to interpret, not the letter of the Home 
Ruill Act. but l\\v spirit of it itselT : 

In this particular situation, I am trying to interpret the spirit of 
the act, because I don't think we qu^ht to be in the business 
laying out a specific student loan program. I think, rather, in a 
pure vi'^w of the situat_i_on,i we should ^s^ the District of 
Columbia wit|i the necessary language to accomplish this purpose, 
should they tleern it advisable, ac^^^ et cetera. So, 
to that extent, I have chosen not to f^ngage with you, as witnesses, 
in any specific guestibris rej^ard^ the student loari pro- 
gram, itself, but simply to determine whether or not you see it as a 
needj and that the apprbpriate pblitical Jurisdictions and branches 
of government— that is, the legislative branch and the executive 
branch^have nb bbjectibn to at least providing the mechanism for 
them to sit down with you, and other appropriate, persons^ to 
hammer but a specific program. That tends -to be the position of 
the Ghair. Do you have any comments to that? _ _ _ _ _ ^ 

Father WhaLen. Mr. Chairman^ I applaud that, i was going to 
try to emphasise, again, that while I put tpj:ether_sbm_eth_ing_o^^^ 
mechanism for this, it was largely for educa.tional purposes for the 
staff. These nuts and bolts may all change, altogether, as we sit 
dbwn with the city. _ _ ' ^ 

I really do applaud your attitude of leaymg this to t^^^^ 
gotiate, because I really think that is very appropriate ^d very 
proper, J agree with that fully. 

Mr, Dellums. Thank you. 

Mr. McKiNNEY. Bilk i_f you and the ^uys in ybur shop have the 
material down at the city council— or Steve— could you send me a 
list of the other States that tax other States' bonds, so I have some- 
thing in- my back pocket? 

Ms. Washington. We would be happy to submit that to you. 

Mr. McKiNNEY. Thank you. 

[The information follows:] 

jKrom thf SUiU- tax Rt-vu-w, Mar. ZV. m2\ 

How ExKMPt Ark TAx-Exmi^ Bond.s? 

Federally tax-exempt state and local governmental obUgatiohs have tradilionaJly 
proven to be a wise investment for many in higheMhcome tax. brackets. .In.Qrder 
that investors, or potential investors, may properly assess the. entire lax_ picture,^ we 
are presenting a chart featuring the state income 'taxability, of. Ihese. municipal 
bonds by all 50 stiites arid , the District of Columbia; Both individual and corporate 
investors are considered. ' - ^ ^ 

Borids are designated "X" if taxable. AU others ar^_ exempt or excluded Xrom tax, 
or rio income taxes are levied by those states. Jn .certain cases^ these. designations 
pertnjn only to general obligation. bi)nds, oj'_tO bonds in_ general, For example, a 
state may hot generally exempl_bonds, but some bonds may be specifically exempted 
by the laws authoHzing their issuancp. 



individuals — — ^orpbtations 

Slate State s- own Oibet States' States, own Other States" 

bonds bonds bonds l»nds 



Aiabama . 
Alaska... 
Arizona... 
Arkansas 
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irtcJividuals Jiypofajiofis ^ 

State's own Other States' Slatjfls own Other States' 
bonds Bonds t»nds txxKJs 



California franchise ... 
Ca|ifqrnia income. . . 

CoLorado...., 

Con.necticut 

Delaware,....,. - 
DjsjfiCt of Columbia 

Rorida 

Georgia. ..; 

Hawaii:::::::: .* 

Idaho : :::.; 

Illinois 

Indiana 

jdwa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 
•Ma_sMChu setts 
Michigan. . 
Mionesota . 
Mississippi . 
Missouri ... 
Montana 

Nebraska . 
Nevada : 
New Hampshire 
New Jersey 

New Mexico 

New York 

North Carolina 

North Dakota . . 

Ohio ' 

Oklahoma .. 

Or^eKon 

Pennsylvania 

^hode Island 

South Carolina 

South Dakota 

Tennessee.' 

Texas 

Utah 

Vermont 

Vir^jnia 
Washington , . 

We_s_t_yirginia 

vyiscgnsin 

Wyoming r ■ 



' Taxat)je oniy i( ionR lofm is uwd 

Mr. Dellums. The -Chair would like to recognize _ the pntlerrian 
from California, Mr. Djymally, for whatever questions or comments 
he may like to make at this point. _ _ • 

Mr. Dymally. Thank you verj^ much, Mr. Chairman^ 
Just one question, Father, abaut the administrative__costs_._ What 
do you anticipate would be the percentage of administrative costs 
of the whole issue, if at all? Would the coPege absorb the adminis- 
' trative costs through their regular staff?>^ 
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Father Whalen. As to the support _of (^^ 
they- are already on payroll, and the university would just continue 
' that as Usual. 

There would be other costs, though. There are costs of the issue 
itself that would go to the Underwriters. There are costs to the 
bank for originating tjie loans. There are costs to the bank for serv- 
icing the lijans; There would be a trustee fee. And that could bie 
■collecti_on_fees_in the_event of d^ 

AU of those taken together would still Jikely put the rate of: 
availability of money for student Ipans cghsiderably below market. 

As I say, we really haven't the sharp pencil work on this or the 
actuarial work that is necessary. But we ^^^^^ hope arid believe that 
it will be significantly below the markefrate: 

Mr. Dymally. What guarantee do we have that there vtould be 
some affirmative action input in to the administration of these 
loans and theissuance of these loans? Will we end up with a g^oup 
of white, middle-class students getting all the loans? 

Father Whalem. No. As^we sometimes say, we treat all of bur 
students exactly the Mme— -namely, badly. We do have -in place in 
the universities affirmative action prograrns. One of dUr frustra- 
tions is that you and we are in 
just intensive competition with every other college in the country 
to get them. That is why there is a majbr^outflow in the Dis_tr_ict of 
Golumbia of bright students to the colleges in the Northeast and 
California arid othipr places. We are very much iri conterition to 
have those students come in. : 

As a matter Ci fact, each brie bf bUr institutibris has very sigriifi- 
cant trustee funded scholarship programs for minority students. In 
connection^AVith the GW bond issue, for example, I might jUst pbirit 
out that GW has 144 schblarships for D-C students who can qualify 
for^ entry imo the college. I don't think ever once have they all 
heeri used because the competition for those students is so intense 
across the country. 

Mr. Dymally. Caljfp yo\x continue 

to train these high-priced doctors and give them to us free. 

Father WhaLen. That is right. 

Mn Dymall^. Thank you very much, Mr. Chairman. 

yivyO^i^^jM Thank you very much, Mr. Dymally. 

The gentleman from Connecticut. ; . 

Mr: McKiNNEY. Mr. Chairman, I have a unanimous-consent re- 
quest. L * V 

Mr: Dellums: The gentlelnan will make his request: \ - 

Mr^. McKiNNEY. The subcommittee report this bill to the ijull 
committee. 

Mr. DeLLLTms. Without bbjectiori, so ordered. 
Mr. McKiNNEY> Thank" you, Mr. Chairman. 

Mr. Dellums. The bill H.R. 6276 will be reported tb the^full cbrii- 
mittee for its consideration. 

The Chair, prior to adjournment, would like to thank all of the 
\yitriesses for your bperiirig remarks and your contribution to these 
proceeds: We thanlc you very much: 

Father Whalen. Thank you, Mr. Chairman. 

Ms: Washington: Thank you: 

Mr. Reichenberg. Thank you, Mr. Chairman. 
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Mr, Dki.i.iiMs, The subcornrriittee stands adjourned. 

I Whert'upon. at 10:'^') !i;m:, the subcommittee was adjourned;] 
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MARKUP SP]SSION ON H.R. 6276— REVENUE 
BOND SECTION OF THE HOME RULE AGT 



WKONKSDAY, JUNE 23, Um 

Hoy SE OF REPRESENTAtiy ES, 

Committee on the District of ISolumbia, 

' ' Washington. D.C. 

The corhmittee rnetiipursuant to 10:35 a.m., in rod m 

1310, LongW£)rth House Office Building, Hon. *Ronald V. Dellums 
( c ha i rm an of the com rri i ttee) presid ing. 

- Present: DeJegate Fauntroy, Representatives Leland, Gray, 
Barnes, Dymally, McKihriey, arid Bliley. 

-Also present: Daniel N. Lindheim, staff assistant; Carl Tibbetts, 
Office of the Legislative Cdurisel; Jdhrirty Barriiss, Dale Maclver, 
staff councils; and John Gnorski, minority staff director. 
_ The CHAjRMAN. The Cbrrirriittee ori the District of Columbia will 
come to order. __ 

This rnqrnih^ we are riieetirig to mark Up H.R: 6276, a bHl to 
amend the revenue bond section oP the Home Rule Act_to permit 
the District to sell reveriue bbrids to provide for student joans: 

H.R; 6276 is essentially a minor amendment to the bill, H.R. 
4910, which was passe/1 artd signed into law last year^ 

it simply adds to the list of permissible purposes for revenue 
bonds the sale of sUch bonds for the purpose of financing a student 

loan program. : : -- __ i__ :: 

^ You will ribte iri your f^)lders-a copy of the page from H,R. 491G, 
now a part of the Home Rule Charter, which Hsts accepts^^ 
nue bbrid purposes arid the spot where the language of H.R. 6276 is 
to be inserted. _ : _ : : : i: _ : 

The issue before us is a very limited one. it is only whether Or 
not the District should Jbe allowed to make its bwri determination 
regarding -the advisability of establishing a loan program backed by 
the sale of revenue bonds. 

We are not here to determine the detailed design of such a loan 
program. JRather, it is the respbrisibility arid the right of the people 
of the Sistrict to create the program they deem to be in accord 
with their needs. - _ _ _ 

_ The Subcommittee on Fiscal Affairs_and_Health held he^^^^ dri 
May 26 of this year. At that time the bill was favorably reported to 
the full committee. __ _ 

Testimony was received from three witnesses — Ms. Barbara 
Washington, the Assistant Adrriiriistratbr for Intergovernmental 
Relations of the District government; Mr. Steve Reichenberg, the 
Budget Adviser to the Chairman of the District Council; and 

(25) 
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Father John Whnlon; executive director of the Consortium of Uni- 
verKities. :. _ z... i . 

Testirnony was all supportive of the bill. No arguments against 
the bill were present or were made khowri to th^ 

I would like to paint out that this legislation neither causes nor 
implies any Federal Government fiharicirig hop responsibility for 
these bonds. 

The Chair would now recpghize any other members for any open- 
ing -coraments they may have; _ . 

Mr, Fauntrqy. _Mr^ Chairmah, Jet me simply associate 
with the remarks that you have made on HJl. 6276,^ and state that 
I certainly hope that we will pass this qUi^^^ and the District gbv- 
ernraent will be free then to make necessary decisions on how we 
will handle the student loan program .for bur city. 

The Chajkman. Thank you: 

Mr. McKinney? j __ _ : j : z :j _ _ 

Mr. McKinney: I thank the gentleman. 

I think you havc_GGyered the situation very 
to^eo that we are going to give this power, to the city government. 

I; think this is an innovative prbgra^^ are gbing to 

it. 4 think the city should have the same opportunity. 

The Chairman. Are there ah^ bther cbrrirherits? 

Without objection, a copy of H.R. 6276 will be placed in the 
record at this point, considered as read, arid open to amendment at 
any point. 

[H.R. ()27() follows:] 

|M K H'JT*;, H7th ("unKri'^H, 2d si'swion] 

A iii LL To amend the Pist-rict of Colurnbia Seif-Gpvernment and Go verri mental Re- 
or^'a nka t i o n_ . A c t to a l l ow th e _ i ss u a n ce q f re yen u e bon ds to fi n an ce col 1 ege and 
university programs which provide student educational loans 

/? enacted hy thi* Senate and House of Rep resenUitives of the On ited_ States 
A morica in Conjiress iisi^cm bled. That the. fi rs.t seiUen ce o_f section 4 90{a K 1 ) of the 
D i St r i ct of -Co 1 u ntb i a Se 1 f-Go ve rn m e n t a nd Gave r n me n ta 1 _Reprgan i za tion Act ( D.C . 
Code: sec: IT-I^IM) is amended by inserting J'cplle^ and unWersily. programs which 
provide loans for the paymenl of educational expenses for or on behalf oT students." 
after "college and aniversity facilities.". 

The Chairman note that we are awaiting one 
additional person at this time. v-: _ i __ : _ 

Mr. Dymally. I am informed that some of the members are on 
their way to the hearing. :^ _ . 

Thfe Chairma^. I niate the gentleman from Virginia is here. He is 
o n e_ of the coa ut h o r s a nd prime movers of _t he 1 egisla ti on. 

Mr. Bliley. I want to thank you for bringmg this to our atten- 
tion and hope that everybody will, support this and tha^^ 
on to the floor with this and hopefully have it enacted in time to be 
of help.. _ 1 : :_ : - 

Mr. McKinney: When do you think we should bring this on? 

The Chairman. The Chair would think the 25th would be the 
date. The Chair would think that since the members will be coming 
back on the 11th, that some of us will not be able to be here. 

The Chair would Suggest that the date be July 25, after the 
break. _ . _ 

Mr: McKinney. Thank you. I have no problems with that. 



. The Chaikman: Ho any mombers have questions with respect to 

this? . . ' ; ' . 

--11' not, at this time we will consider a motion to bring up the biH, 
H.R. ()27(]. 

bd I hear such a motion? It is so moved by Mr. McKinney. 

All in favor» say aye. 

[ChdrUs of ayes.] 

The Chairman. Opposed, nay. 

[}No '^sSpdnse.] _ 

The Chairman. The ayes have it. We are considering H.R. ()276. 
Are there any amendment 

If not, we will, consider ^ motion to favorably report the bill to 
the Oopr of the Hbuse. Do I hear such a motion? 
Mr. McKinney: Lsp move;' 

The Chairman. ^Nk will report the bill by a rollcall. 

The Clerk will call the roll. 

The Clerk. Mr. Fauhtroy? 

Mr. FAUNtROY. Aye. 

The Clerk. Mr. Mazzoli? 

[No response.] 

The Clerk. Mr: Stark? 

f No response.] 

The Clerk. Mr. Leiand? 

Mr. Leland. Aye. 

The Clerk. Mr. Gray? 

Mr. Gray. Aye. ^ 

The Clerk. Mr. Barries? 

Mr.'BARNES. Aye. 

The Clerk. Mr. Dyriially? 

Mr. Dymally. Aye:__ 

The Clerk, Mr. McKinney? 

Mr: McKinney: Aye: _ 

The Clerk. Mr. Pai^ris? 

Mr, McKinney. Aye, by proxy. 

The Clerk, Mr, Bliley? 

Mr, Bliley. Aye. 

The Clerk. J^rs. Holt? 

Mr, McKinney, Aye, by proxy. 

The Clerk. Mr, Dellums? 

The Chairman. Aye. _ _ 

The Clerk: Mr; Chairman, there were 10 ayes and D nays. 

The Chairman. On a vote of 10 ayes arid rio riays, the bill, H.R. 
6276, approved and will be favorably reported to the full commit- 
tee. : ii_ : ' 

^ Is there any additional business to come before the committee? 

If not, the full committee stands adiburned. 

[Whereupon, at 10:45 a,m:, the committee was adjourned.] 
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